


EXECUTIVE SUMMARY

The Office of Public Integrity (OPI) observed the annual physical inventory of the
Department of Environmental Services (DES), Bureau of Water on October 23
and 24, 2020. This inventory includes the Water stockroom, the Street Lighting
stockroom, the Department of Recreation and Human Services (DRHS), Bureau
of Recreation inventory and the DES Cemeteries inventory maintained by the
Bureau of Water. The results of the inventory indicate that the Bureau of Water
maintains strong inventory control.
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OPI did not note any variances in the sample selection of Water
stockroom inventory items indicative of the differences between the
physical counts and the quantities recorded in the perpetual records. This
represents a sample error rate of 0%. The previous inventory resulted in a
sample error rate of 0%.

OPI did not note any variances in the Street Lighting stockroom inventory
items indicative of differences between the physical counts and the
quantities recorded in the perpetual records. This represents a true error
rate of 0%. In the previous inventory, we noted an error rate of 0%.

OPI did not note any variances in the sample selection of DRHS, Bureau
of Recreation inventory items indicative of differences between the
physical counts and the quantities recorded in the perpetual records. This
represents a sample error rate of 0%. In the previous inventory, we noted
a sample error rate of 0%.

OPI did not note any variances in the DES, Cemeteries inventory items.
This represents a true error rate of 0% for the eighth consecutive annual
inventory.

BACKGROUND, OBJECTIVES, AND SCOPE

A

Assignment

The Office of Public Integrity routinely observes and participates in annual
physical inventories of various City stockrooms to independently ensure
the accuracy of the inventory counts and to evaluate internal controls in
the inventory maintenance process. The Bureau of Water conducted its
annual physical inventory of the Water, Street Lighting, Bureau of
Recreation, and Cemeteries stockrooms on October 23 and 24, 2020.
OPI participated in these counts at the request of the Department of
Environmental Services.



Background

The Materials and Equipment unit of the Director’'s Office stores and
manages an inventory of supplies and materials necessary to operate and
maintain the water distribution system. As of October 23, 2020, the
inventory consisted of 4,072 line items valued at $3,778,896.

In 2007, City management transferred the Street Lighting unit from the
Bureau of Water to the Bureau of Architecture and Engineering. However,
the Materials and Equipment unit of the Bureau of Water continues to
store and manage the street lighting inventory of supplies and materials.
The Street Lighting unit oversees the City’s street lighting system. As of
October 23, 2020, the inventory consisted of 540 line items valued at
$1,520,604.

In June 2008, City management transferred the DRHS, Bureau of
Recreation stockroom to the Materials and Equipment unit of the Bureau
of Water. As of October 23, 2020, this inventory consisted of 2,229 line
items valued at $416,608.

In January 2013, the Bureau of Water began storing Cemetery inventory
items in their warehouse. As of October 23, 2020, the Cemetery inventory
consisted of 233 items valued at $112,307.

Bureau of Water personnel utilize an automated inventory system that
assists in controlling quantities and providing various management
information. A perpetual inventory record is an essential feature of this
system.

Objectives and Scope

The objectives of this review are to assure an accurate and complete
physical inventory count and to assess the effectiveness of inventory
controls.

Management is responsible for establishing and maintaining a system of
internal accounting and administrative control. Fulfilling this responsibility
requires estimates and judgments by management to assess the expected
benefits and related costs of control procedures. The objectives of a
system are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the
preparation of accurate, informative reports that are fairly stated.

Because of inherent limitations in any system of internal accounting and
administrative control, errors or irregularities may nevertheless occur and
not be detected. Also, projection of any system evaluation to future
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